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SUBJECT: CENTRAL BANK DIRECTOR GENERAL'S VIEWS 
ON ECONOMIC SITUATION 

PASS TREASURY & FEDERAL RESERVE 

1. DURING COURTESY CALL BY CHARGE, E/COUNSELOR AND FINATT 
ON BANK OF MEXICO DIRECTOR GENERAL, ERNESTO FERNANDEZ 
HURTADO, LATTER EXPRESSED CONCERN OVER SHORT-TERM ECONOMIC 
SITUATION. 

2. ON DOMESTIC ECONOMY, FERNANDEZ HURTADO EMPHASIZED 
IMPORTANCE OF MAINTAINING RATE OF INFLATION AT OR BELOW 

THE U.S. RATE. HE THOUGHT MEXICO COULD SURVIVE A 20 PERCENT WAGE 
SETTLEMENT ECONOMICALLY BECAUSE IT WOULD AFFECT A RELATIVE- 
LY SMALL PERCENTAGE OF THE GROSS DOMESTIC PRODUCT, BUT THAT 
AN INCREASE OF THIS MAGNITUDE WOULD HAVE A SERIOUS PSYCHO- 
LOGICAL IMPACT. (THE LABOR UNIONS ARE ASKING FOR 35 PERCENTRM 
HE WAS CONCERNED ABOUT THE LEVEL OF PUBLIC SPENDING, AND 
COMPLAINED ABOUT HIS PROBLEMS IN CONDUCTING MONETARY 
POLICY BECAUSE OF A CONTINUED HIGH LEVEL OF PUBLIC SECTOR 
SPENDING. HE DID NOT, HOWEVER, CITE ANY FIGURES ON THE 
SIZE OF THE DEFICIT. 
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3. ON THE INTERNATIONAL SIDE, FERNANDEZ HURTADO NOTED 
THAT HIS RESERVES WERE PRESENTLY SLIGHTLY ABOVE THE 
SEPTEMBER 73 LEVEL WHICH WOULD IMPLY A DECLINE OF ABOUT 
$450 MILLION FROM LEVEL AT END OF MARCH ($1,547 MILLION) 

WHICH ARE LATEST FIGURES AVAILABLE TO EMBASSY. HE EX- 
PRESSED CONCERN ABOUT THE PRESENT LEVEL OF RESERVES IN 
CONNECTION WITH SHORT-TERM CAPITAL MOVEMENTS WHICH HE 
SAID HAD BEEN VERY LARGE IN RECENT MONTHS, DUE IN PART 
TO HIGHER INTEREST RATES IN LONDON AND NEW YORK AND ALSO TO 
THE GENERAL STATE OF NERVOUSNESS ON INTERNATIONAL MONEY 
MARKETS. 
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